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Dear Apphcant:

We have conadered your application (or recognition of exemption from Federal income tax
under section 501 (c)(6) of the Intemnal Revenue Code and are denying vour request.

FACTES:

] thereinafier I was incorporated [ - the State
of I 'he Bylaws provide that the principal purposes shall be to provide an open forum to
promote the free interchange of information and ideas which are of mutual interest and value to
users of NN computers, 2ad to provide a formal communications channel between members of

the Corporation and [N (n- known as

There are currently -compuu-rs in use world wide, and cach site is an cligible member.
Ceasing to be a [Jlllostallauon is grounds for loss of membership.

B« ides user group conventions for the users of thc-supcr—computus. Typcally,
there are [l such conventions held during any piven year. The users meet to exchange ideas and
information about the use of [Jcomputers and provide usess information from the hardware
manufacturers. Speakers appear at the coaventions.

The speakers at the conventions typscally include both members as well as recognized
professionals in the compuier industry. Also, manufacturers of computer cquipment are invited 1o

attend and dissenunate current information relative to thetr equipment.

The sources of revenue are from the conventiom artendance and membership dues.



o

LAW:

Secton SUT{E)(6) of the Code peavides for the exemptioa from Federal incofhe tax of
business leagues oot oguanized for profi, no part of the aet eamings of which inures (o tie benefit
of any private sharcholder or individual.

In Revenue Ruling 74-147, 1974-1 CB 136, an organization was formed to stimulate the
development of, with free interchange of information pertaining to, systems and programming of
clectronic data processing equipment produced by vanious maaufacturers, without regard to idenuty
of the manufacturer of any such computer. I that instance, the organization v-as held to be exempt
as the common bustaess interest was the problem of the use of digital computers,

Revenue Ruling 83-164, 1983-2 CB 95, held that a membership organization of the users of
ouly computers manufactured by one company was not exempt. In this case the organization
beuetits the competitive advantage of the one manufacturer and its customers o the disadvantage of
othee manufacturers and thewe customers. Rev, Rull 74147 was disunguished.

The activines of a business league must be directzd to the improvement of buasiness ‘
conditons Of one or more hnes of business i order to qualify for exempiion. However, the
activitics of the onganization canaat be pramanly directed o the performance of parucular services
for wmdiwdual persons.

‘The performance of particular services by an onninization for its members or others is not an
exempt activity under TRC 501(c)(6). While such activities do not preclude exemption wa and of
themselves, an orgamizanon whose pnmary activity is performing pacticular services 1s not exempt
under JRE501(c)(6).

An organization whose members cepresent diversified businesses that owa, rent, or lease
computers produced by a single compu © manufacturer was not qualified for exemption from
federal income tax as a business league under secton 501(c)(6) of the Code. Rev. Rul. 83-164.

CONCLUSION:

does not qualify for exemption unc e S01(c)(6) of the

e
Code since the pnmary objecave of the ogmnization s to provide a forum for the exchange of
mformation for a particular computers —_1 1215 now
called). “The informatuon exchanged dunng the conventions will not benefit the computer industry
ax a whole due to the hagh performance and technical nature of the computer.

‘The convenvons held by NG < |im:tcd ro persons
tha: own oae of the supercomputers and the masufacturer of the lflcomputer. This repeesents a
. fman acmity or a prrocular service for a particular group of persons. This does not mect the
requirements ol a bustness league under Section 5G1{c)(6) of the Code.
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You have the right to protest this ruling if you believe that it is incorrect. ‘T's protest, you
should submit a statement of your views, with a full explanation of your rcasoning. "Lhis statement
must bz submitted in duplicate to the district director within 30 days from the date of this letter and
must be signed by onc of your principal officers. You also have a right to a Regional Coaference
after your statement is submitted. If you want a conference, you must request it when you file your
protest statement. If you are to be represented by someone who is not one of ; our principal
officers, he must file a proper power of attorney and otherwise qualify undes the Conference and
Practice Requirements.

If you agree to the adverse action shown above, please sign and retum one copy ol the
enclosed Form 6018, Consent to Proposed Adverse Action. You should retzin a copy for your
records.

Hf you have any questions, please contact the perocn whose name and teleplione number are
shown in the heading of this letter.

Thank you for your cooperation.

Sincerely,
|
Director, Exempt Organizations
Enclosure:
Publication 852
Form 6018
Notice 1214
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